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ABSTRACT
Title of research paper: APPLICATION OF HARVARD ANALYTICAL
FRAMEWORK IN SHIPPING ENTERPRISES UNDER INFLUENCE OF
COVID-19 PANDEMIC——A CASE OF SHANGHAI INTERNATIONAL PORT
GROUP
Degree:

MSc

Shipping is a very important mode of logistics transportation in international
trade, and it is also a derivative demand for the development of international
trade. Therefore, the development of the shipping industry is greatly affected
by the macroeconomic environment. In early 2020, the COVID-19 pneumonia
outbreak occurred worldwide, and the development of various industries was
seriously effected. Shipping companies were no exception. In this context, to
study the impact of the epidemic on shipping enterprises, this article is deeply
investigated by Shanghai International Port Group Co., Ltd. ( from now on
referred to as "SIPG" ). As the largest port operation service enterprise in
Shanghai and even in China, SIPG is very representative. Facing this
situation, it is of great significance for Shanghai International Port Group Co.,
Ltd. to study how to survive and develop. Based on this, this paper takes SIGP
as an example, using the Harvard analysis framework as the logic of financial
analysis to make a financial diagnosis. It helps to find out the problems existing
in the survival and development of the company, helps managers identify
opportunities and identify a threat, actively responds COVID-19 pneumonia
and analyze the implementation effect of the company strategy to provide
effective reference for external investors to fully understand the financial
information of Shanghai International Port Group Co., Ltd.
KEYWORDS: Harvard analytical framework, COVID-19 pneumonia, SIPG
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1.Introduction
1.1 Research background and significance of this paper
1.1.1 Research background of this paper
The shipping industry is very important for China and even the world.
Foreign trade income is a major source of income that China can not
ignore, and China's foreign trade must largely rely on shipping enterprise.
In addition, global trade exchanges are conducive to promoting cultural
exchanges and economic development among countries, most of which
are connected by shipping enterprises. Therefore, missing hyphen factors
have a great impact on shipping enterprises and are closely related to
economic development. Since the 2008 financial crisis, the development
of the shipping industry has been hit hard. By mid-2015, the Baltic Dry
Index (BDI), an important indicator of the price of the international dry bulk
market, had not reached 1500, well below its level before 2008, after
which the situation had slightly recovered. By 2020, however, the shipping
industry, attacked by COVID-19 pneumonia, is back in a low economic
cycle.
With China's proposal and implementation of the Belt and Road strategy, it
has brought new opportunities and challenges to countries and port cities
along the route and also highlights the importance that China attaches to
the shipping industry.
As the largest port operation service company in shanghai and even china,
Shanghai International Port (Group) Co., Ltd. is very representative. And
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looking at its annual reports for nearly a decade, the group's main
business (port services) has slowed markedly over the past decade, with
business growth falling from 10% to less than 5%, which shows a less
optimistic scenario.
Faced with the imperfect state of business operation and the great threat
brought by the aggressive COVID-19 in 2020, it is of great significance to
study how shipping enterprises seek survival and development. Based on
this, taking China's Shanghai International Port (Group) Co., Ltd. as an
example, the paper used the financial analysis logic of Harvard analysis
framework to make a financial diagnosis, find out the financial risks
existing in the survival and development of the company, help managers
identify opportunities and threats, analyze the implementation effect of the
company's strategy, and provide an effective reference for external
investors to fully understand the financial information of Shanghai
International Port (Group) Co., Ltd.
1.1.2 Significance of this research
In 2020, COVID-19 has caused a huge negative impact on many industries
and enterprises, which the shipping industry is hard to escape from.
Therefore,

it

is

of

great

significance

to

make

a

thorough

and

comprehensive analysis of shipping enterprises with the focus of this
emergency and to provide suggestions for such enterprises to take
relevant effective measures.
Aiming at the limitation of traditional financial analysis, this paper applied
the Harvard analytical framework which integrates financial information

2

WORLD MARITIME UNIVERSITY

RESEARCH PAPER FOR
INTERNATIONAL TRANSPORT AND LOGISTICS

and non-financial information to Shanghai International Port (Group) co.,
ltd., from the perspective of development strategy. Owing to this, using the
Harvard analysis framework to analyze shanghai international port co., ltd.,
can help managers to evaluate the financial situation and financial risks of
the enterprise more comprehensively, and understand the advantages and
disadvantages of the

enterprise in this COVID-19 event and

the

competitive strategy to be adopted, to predict its future development and
to help the group take the right measures.
Secondly, the research in this paper can provide comprehensive financial
information for external investors. At present, the financial analysis of
enterprises is often limited to the analysis of financial data and neglects
the financial quality reflected by its surface data on the major financial
websites. Using the Harvard analytical framework and the project quality
analysis method in the analysis of financial statements, it can make
external investors understand the financial situation of enterprises more
comprehensively and make investment decisions more rationally.
What’s more, the study of Shanghai International Port (Group) Co., Ltd.'s
case can provide an important reference value for other port companies.
By analyzing the financial risk of shanghai international port co., ltd., we
can help other port enterprises in trouble to fully develop their own
advantages, explore potential development points, get out of the trouble
and improve their own business performance.
1.2 Domestic and foreign studies
1.2.1 Literature review

3
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In modern financial management, risk value analysis has been regarded
as the basic concept of financial management. More and more enterprises
begin to pay attention to financial risk management. And financial risk
management largely determines whether enterprises can develop healthily.
Because of the derivation, passivity, and dependence of the shipping
industry as well as the increasingly fierce global competition, coupled with
the fact that the industry is greatly affected by certain events, such as the
Sino-US trade war or the recent COVID-19 pneumonia, it can be indicated
that the shipping industry is a high-risk industry. But at the same time, it
plays a vital role in the national economy. Therefore, it is very important to
identify and put forward countermeasures to the financial risks faced by
shipping enterprises through financial analysis.
Combined with the industry characteristics of shipping enterprises
themselves, the financial risk analysis of shipping enterprises can be a
more in-depth under the framework of Harvard analysis. And it can provide
more

favorable

and

comprehensive

decision

basis

for

relevant

decision-makers in this way.
(1) Financial analysis and its application
In foreign countries, the financial analysis presents an obvious stage
characteristics, mainly reflected in three stages: The initial financial
analysis began in the United States in the early 20th century, when the
financial analysis was mainly used in the bank's credit analysis of
enterprises, especially the analysis of solvency. The mid-term financial
analysis pays more attention to the internal management service of the
enterprise, involves a large number of internal analysis of the enterprise,
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and relatively focuses on improving the decision-making service for the
manager through the financial analysis. The third stage of financial
analysis is with the formation and development of 、 the capital market,
which makes the financial analysis system mature and developed.
《 Financial Reporting Analysis -- Theory, Application and Interpretation》
written by professor Leopold A and professor Bersteph &John.Wild in
2003 ， just reflected the purpose and method of financial analysis
systematically.
The domestic financial analysis started later than abroad, about 2000.
Zhang Xianzhi (2001) systematically demonstrated the financial analysis
system of China as well as its theoretical basis of constructing and
contents, on the basis of evaluating and introducing the western financial
analysis system represented by the United States [1] . Guo Kaize (2002) [ 2]
holds a view that financial analysis is the management tool of enterprises,
and the most basic financial analysis is the analysis of financial
statements of enterprises. Chen Wenjun (2005) clearly pointed out that
qualitative analysis and quantitative calculation can identify the financial
risk of the company, and can accurately judge the nature and structure of
the financial risk of the enterprise through the risk matrix. Li Xuehua (2019)
[3]

proposed the use of financial analysis means, through a large amount of

business and financial data, refining valuable information for business
development, which plays a vital role in enterprise development. Yin
Baoyu (2020)

[ 4]

believes that through financial analysis, the various

factors that may affect the operating results and financial situation can be
distinguished, to find out the shortcomings and opportunities for the
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development of enterprises, and to promote managers to improve their
management level.
(2)Financial analysis in shipping enterprises
Abroad, direct research on financial analysis of shipping enterprises is
relatively few.
Tang, Limin ; Sun,jiaqing ;Qi,shilong ;Wang,qingye ;Li,yongxin (2009) [5]
reveals the quantitative relationship between international trade, shipping
supply and demand, and predicts short-term freight volume in future
shipping markets by establishing and solving econometric models. Chen,
Jiajia; Liu, Bin(2015) [6] , studied whether the factors related to executive
compensation, such as corporate performance, executive shareholding,
and sustained growth ability, were affected by all financial crises based on
the statistics of ports and listed shipping companies in China from 2004 to
2013.
In domestic research, Huang Changmei (2011) [ 7] pointed out that China's
shipping companies are significant
investment

and

exchange

rate

financial risks, not only credit

risk,

shipping

companies

need

to

strengthen the management of accounts receivable and exchange rate. Lu
Yiren (2012)

[8]

analyzed Cosco transportation from the perspective of

financial risk source, and pointed out that the external risks of the industry,
such as economic and external exchange rate fluctuations and internal
risks such as investment risk, financing risk, capital recovery risk, are
important reasons for the financial risk of the company. Wang Xiaohua
(2016) carried out financial risk management analysis on COSCO marine
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control enterprises, and put forward the viewpoint on how shipping
enterprises can establish an effective financial risk management system;
Qian Yunlong (2019) [ 9] obtained through financial analysis that shipping
enterprises should further reform and innovate in risk management such
as credit risk, financing risk and investment risk in order to survive the
fittest.
（ 3） Harvard Analytical Framework
1)The Concept of Harvard Analytical Framework
Harvard analytical framework is the first new idea reflected in the book
named “Use financial statements for enterprise analysis and share price”
written by Krishna G. Palepu 、 Paul M. Hesly and Victor L. Bernard.The
framework combines business strategy analysis, accounting analysis,
financial analysis and prospect analysis to reveal the financial situation of
enterprises, understand the financial trends of enterprises, and make a
reasonable forecast of the development prospects of enterprises.
2) Application of Harvard Analytical Framework
Financial analysis is often used in financial risk management abroad. The
initial financial analysis began in the United States in the early 20th
century, when the financial analysis was mainly applied to the credit
analysis of banks to enterprises.The medium-term financial analysis pays
more attention to the internal management service of the enterprise as
well as the financial management service for the manager. In the third
stage, the "Harvard analytical framework ", which integrates financial

7
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analysis and strategic analysis, is proposed to quote strategic analysis
from financial statement analysis and to analyze the financial situation of
enterprises and evaluate the financial risks of enterprises from the height
of strategy. In recent years, the Harvard analytical framework is mostly
used to analyze business models, financial situation, development
potential, etc.. But the Harvard analytical framework is rarely nominated
directly in the literature. It is usually applied to its core analytical methods,
such as accounting analysis, strategic analysis, etc.
Domestic researches on Harvard analytical framework are as follows.
Huang Shizhong (2007) introduced the basic theory of financial analysis in
detail and the Harvard analytical framework for the first time in the
financial analysis [ 10] . He also put forward the basic logic of financial
analysis based on strategic analysis, accounting analysis, financial
analysis and prospect analysis. Gao Liang (2014) applied the Harvard
analytical framework to the securities industry for the first time, taking
securities as an example [ 11] . Through the strategic analysis, he found the
company in the asset allocation strategy problems. Liu Gang, Cao
Zhipeng(2015) introduced the Harvard analytical framework in detail in the
new perspective of modern financial analysis and thought that the Harvard
analytical framework was to focus on the analysis of the industry
environment, business strategy and financial data of enterprises [ 12] . This
paper revealed the operating situation and financial situation and to
predict the development in this way. Jing Xiuling (2019) made financial
analysis and evaluation of Xiaomi Technology Co., Ltd using Harvard
analysis framework [ 13] .
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3.Financial Analysis of Shipping Enterprises under the Harvard Analytical
Framework
At present, there are few domestic documents in the Harvard analysis
framework to analyze shipping enterprises and put forward suggestions.
Most of them only use the traditional financial analysis method to evaluate
the financial situation of case enterprises.In this paper, it only found that
Hu Guanghui (2016) combined with Harvard analytical framework to carry
out

a

detailed

financial

risk

analysis

of

China

Ocean

Shipping

Enterprises. [ 14]
1.2.2 Current status of domestic studies
After reading the relevant literature from “Baidu Academic”, it can be concluded that
the Harvard analytical framework in China's domestic research climax is around
2016, which can also be shown in the above figure. The heat has declined in the last
two years and often been discussed in the literature combined with financial analysis.

Table 1.1 Number of COVID-19 Research Papers

Number of COVID-19 Research Papers
China
America
UK
Australia
Germany
Japan
Canada
Italy
Singapore
Korea

412
223
67
28
23
22
21
20
15
15
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Source: ChineseTsinghua University AMiner Team

As of 7 March 2020, the number of research papers published in China on
COVID-19 was the highest in the world as of early March. But the papers
on COVID-19pneumonia are mainly in the field of medicine, the economic
and corporate impact of COVID-19 pneumonia at present.

1.2.3 Current status of foreign studies
By searching and finding, the current literature abroad is also mainly
aimed at the literature on COVID-19 medicine, as well as the global
governance and national governance measures for such emergencies.

1.3 Research Ideas and Methods

1.3.1 Frame of research Ideas
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Conclusions and recommendations

Conclusions

Recommendations

1.3.2 Research methods
(1) Quantitative Analysis
This paper combined with the specific financial data of the case enterprise
before and after the COVID-19pneumonia and the relevant data of the
shipping enterprise to calculate the corresponding financial indicators,
financial analysis to reflect the corresponding financial risks.
(2)Qualitative analysis
This paper not only paid attention to the data processing and analysis but
also combined some non-financial information before and after the
epidemic situation to carry on the comprehensive analysis to enterprise
and the industry. It also put forward the corresponding measures to the
case enterprise and its industry during the epidemic period.
(3)Literature Analysis
Through the financial analysis of shipping enterprises and the relevant
literature of the Harvard analytical framework, this paper summarized the
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wisdom and relevant experience, the case of enterprises and their
industries after the financial analysis of the risk. After that, they put
forward suggestions and measures.
(4)Comparative Analysis
This paper compared the case enterprises with other enterprises in the
same industry to evaluate and analyze the financial situation and
operating conditions of the case enterprises. [1 7 ]
1.4 Innovation and Difficulties in the Paper
1.4.1 Innovation in the Paper
(1)In the existing literature, there are many articles on financial analysis of
listed companies, which are traditional financial analysis, from financial
Fig.s to financial Fig.s. But using the Harvard analytical framework, there
are few cases of financial analysis of listed companies from a strategic
point of view, which ignores the analysis of the macro environment and
corporate strategy with great influence on the development of companies.
(2)Most of the existing literature focuses on the container shipping
enterprises in the shipping industry, and less on the port and shipping
enterprises, so it is an innovation in this paper.
(3)This paper has grasped the current hot spot. That is the impact of
COVID-19pneumonia on enterprises. And the shipping industry is a very
important industry to China. Owing to its characteristics of the industry, it
is deeply affected by COVID-19pneumonia.
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1.4.2 Difficulties in the Paper
Firstly, the data is insufficient: In this paper, it is mainly to analyze the
impact of the new coronary pneumonia epidemic on shipping enterprises,
taking SIPG as an example. But the data after the epidemic, such as the
first quarter of 2020 financial data has not been disclosed yet.
Secondly, highly relevant literature is scarce: Through the writing process,
it is found that the articles taking the Harvard analysis as a framework for
the analysis of shipping enterprises have been few until now. Last but not
least, the "strategic analysis" section of the content, may easily cause
ambiguity, and other parts of the content will be duplicated or crossed.
2. Application

of

Harvard

Analysis

Framework

in

shipping

enterprises
2.1 Fundamentals of financial analysis
2.1.1 The basic connotation of financial analysis
The concept of enterprise financial analysis can be divided into narrow
sense and broad sense. A narrow sense concept refers to the quality
analysis of relevant projects based only on the financial statements
provided by the enterprise to the outside world, focusing on and
pertinently. It can be divided into the past and present conditions of
relevant financing activities, investment activities, the profitability of
business activities, operation ability, solvency and development ability of
the enterprise Analysis and evaluation is an analysis activity that provides
financial information support for investors, creditors, operators and other
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organizations or individuals concerned about the enterprise.The broad
concept is based on this, with special emphasis on other information
sources (including open and closed financial information and non-financial
information) other than the financial statements of the enterprise and carry
out the more extensive analysis of enterprise strategy formulation and
implementation, industry competition pattern and its own competitive
advantage,

future

risk

and

challenge,

development

prospect

and

investment value.
2.1.2 Basic methods of financial analysis
(1)Structure analysis approach
The structure analysis approach is also known as vertical analysis or
common ratio analysis.It takes an overall indicator in the financial
statement as 100% and calculates the percentage of each component in
the overall indicator to reflect the relative importance of each specific item
in a financial statement, so as to facilitate the analysis and comparison of
the appropriateness of each item change in the same statement.Therefore,
the structural analysis method can be used not only for static structural
analysis but also for dynamic trend analysis.
(2)Trend analysis approach
Trend analysis approach is also known as horizontal analysis. It compares
the same indicators in two or consecutive financial statements to
determine the direction, amount and range of the increase and decrease.
It can not only determine the main items that cause changes in financial
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status and operating results, but also understand the past change trend of
each financial statement item and predict the future development trend.
There are three common analysis methods: absolute number analysis,
ring ratio analysis and percentage of fixed base. [ 15]
(3)Ratio analysis approach
Ratio analysis approach is an analysis method that compares some
projects that are related to each other, expresses the relationship between
the two projects in percentage or multiple, and determines the change
degree of economic activities. Its performance is as follows: because the
ratio index is the relative value, it can change the incomparable index into
the comparable index under some conditions, so that the comparison of
financial data can break through the limitation of time and scale, and
generate more new information useful for decision-making.
(4)Comparative analysis approach
Comparative analysis approach is an analysis method to find out the
regular information between data and find out the difference with the
compared object by comparing different data. The comparison form can be
the comparison between the actual situation of the current period and the
previous periods, or the comparison between the actual situation of the
current period and the quota indicators. The commonly comparative
standards are base period standard, expected standard and industry
standard.
2.1.3 Limitations of traditional financial analysis
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（ 1） Limitations of accounting statements
1)Report information does not fully reflect the economic resources
available to enterprises.As we know, the economic resources that can be
used and measured by currency are included in the statement. In fact,
many economic resources of enterprises are restricted by objective
conditions or by accounting practices, which are not reflected in the
statement.

For

example,

human

resources,

self-created

goodwill,

customer resources and a large number of intangible assets outside the
account of enterprises with a long history are included in the statement.
2)Restricted by the measurement attribute of historical cost, the value of
enterprise statement data to future decision-making is still limited to a
certain extent. The inherent defect of historical cost principle is that it
simply adds monetary data at different time points, which will make
information users not know the actual meaning of accounting information
they are facing, and it is difficult to have substantive participation in their
current and future economic decision-making Test value. Especially when
there is serious inflation, it will greatly reduce the level of trust in
accounting information.
3)The artificial manipulation of accounting information may mislead the
information users to make wrong decisions; before the enterprise forms
financial statements, the management often carefully studies the financial
situation and information preferences of the information users and tries to
meet the expectation of the expected information users on the financial
situation of the enterprise. This may lead to the result that "I will make up
what kind of performance you want me to perform" for you to see. This is
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likely to make the information users see the report information and the
actual situation of the enterprise have a certain gap, so as to mislead the
information users to make wrong decisions.
（ 2） Limitations of traditional financial analysis methods
1)In the traditional financial analysis methods, such as ratio analysis
method, trend analysis method and DuPont analysis method, it is not
difficult to find that ratio analysis can only compare the financial data,
without considering the information other than the financial data, which is
likely to cause misunderstanding of the actual situation. The financial
report is a summary of the overall financial situation of an enterprise, in
which the financial report reflects the operation and management of the
enterprise with data. Because the calculation and comparison process in
ratio analysis only involves the comparison of financial data, if the analyst
does not pay attention to the reference of a large number of notes to the
report and the ratio analysis combined with nondigital information, it will
cause a deviation in the understanding of the report, and thus make a
mistake Understand the actual situation of the company.
2)In order to achieve a certain purpose, enterprises can artificially modify
the financial ratio, cause a distortion of financial information, and mislead
investors. For example, when applying for a loan, the bank pays more
attention to the debt-paying ability of the enterprise, and the enterprise
may whitewash the financial ratio reflecting the debt paying ability. For
example, it often occurs that the manager returns the short-term finance
before the statement date and then borrows it back, which has achieved
the purpose of borrowing. In addition, shareholders pay more attention to

20

WORLD MARITIME UNIVERSITY

RESEARCH PAPER FOR
INTERNATIONAL TRANSPORT AND LOGISTICS

the ratio reflecting profitability, and enterprises may also whitewash
accordingly, so as to change the ratio of statements. These window
dressing may mislead report users and make them make wrong decisions.
2.2 Fundamentals of Harvard analytical framework
Based on the limitations of traditional financial analysis, PEP, Healy and
Bernard, three professors of Harvard University, put forward the "Harvard
Analysis Framework" for the first time in "enterprise analysis and
evaluation by using financial statements", which includes four parts:
strategic analysis, accounting analysis, financial analysis and prospect
analysis. The analysis framework combines quantitative analysis and
qualitative analysis, which can effectively grasp the direction of financial
analysis, and systematically introduces the complete framework of
financial analysis.By creatively combining financial information and
non-financial information, the logical analysis framework not only makes
up for the limitation of traditional financial analysis only focusing on
financial information but also integrates strategic analysis and prospect
analysis, making up for the one-sided of traditional analysis methods only
aiming at the past. The specific framework is shown in the Fig.:
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Fig. 2.1 The logical structure of Harvard analytical framework
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2.2.1 strategic analysis
The definition of corporate strategy by Porter M. of Harvard University is a
typical representative of the traditional definition of corporate strategy."
The strategy is a combination of the end point that companies strive for
and the way that companies seek to reach them," he said.The reasonable
financial statement analysis needs to take the strategic analysis as the
logical starting point, through the strategic analysis to carry on the
qualitative

preliminary

understanding

to

the

enterprise's

operating

environment, and lay the foundation for the subsequent accounting
analysis and financial analysis.Through strategic analysis, we can
recognize

the

main

factors

and

risks

that

affect

the

company's

profitability,and make timely changes and adjustments according to the
changes in the environment, so as to assess the sustainability of the
company's current performance and make a reasonable forecast of future
performance.The strategic analysis mainly includes:
（ 1） Industry analysis
Industry analysis is to identify the profitability and competitiveness of an
enterprise

by

understanding

competition.There

are

great

its

macro

differences

environment
in

the

and

industry

profitability

and

development potential of different industries. When grasping the external
macro environment of enterprises, the general analysis angle can be
analyzed from the following four categories: political factors, economic
factors, social factors and technical factors.The macro environment
analysis combined by these four factors is also called PEST analysis. In
addition to considering the macro environment, profitability also depends
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on the level of competition in existing industries.Professor Porter M. also
proposed a "five forces competition model" to analyze the average
profitability of an industry, that is, the profitability of an industry is
determined by five forces: ① competition among existing enterprises ②
threat of new entrants ③

bargaining power of product purchasers ④

threat of substitutes ⑤ bargaining power of suppliers.Through the five
forces model to carry out the competition analysis of the enterprise
industry, we can clearly position the company's competitive position in the
industry, as well as the specific measures that should be taken. [1 6 ]
（ 2） Competitive strategy analysis
The profitability of an enterprise is not only affected by industry
competition, but also by its own competitive strategy.SWOT analysis is the
most important tool to analyze the competitive strategy of an enterprise. It
is a method to comprehensively summarize the internal conditions and
external environment of an enterprise, analyze the advantages and
disadvantages of an enterprise and the opportunities and threats it faces,
and then help an enterprise to make strategic choices.
S refers to the positive factors or unique capabilities that can bring
important

competitive

advantages

to

the

enterprise.

It

is

mainly

manifested in high market share of products, sufficient funds, skilled
technical workers and strong product development capabilities.W refers to
the negative aspects that restrict the development of enterprises and need
to be corrected. It is manifested in the deterioration of financial situation,
the decline of product quality, the low management efficiency, etc.O refers
to the favorable opportunity for the enterprise with the change of the
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external environment of the enterprise, which mainly includes the support
of the government or the establishment of good relationship with the buyer
and supplier;While T refers to the time that is not conducive to the
development of enterprises, such as the emergence of new competitors,
slow market growth, and enhanced bargaining power of buyers and
suppliers. After analyzing the SWOT factors, we can choose the
competitive strategy by establishing SWOT matrix, that is, SO strategy,
WO strategy, ST strategy and WT strategy. [ 16] As shown in the following
table:
Table 2.1 SWOT analysis application table

Strengths

Weaknesses

Opportunity

Threats

SO strategy

WO strategy

(Rely on internal advantages

(Take

and take advantage of external

opportunities

opportunities)

internal disadvantages)

ST strategy

WT strategy

(Rely

(Reduce

on internal advantages

and avoid external threats)

advantage

of

and

external
overcome

internal disadvantages

and avoid external threats )

2.2.2 Accounting analysis
Financial statements are prepared on the basis of accrual basis rather
than

cash

basis,

although

accrual

basis

can

provide

more

information.However, it is undeniable that it has strong subjectivity in
actual operation, plus accounting treatment needs to rely on reasonable
assumptions and experience judgment of accounting personnel to make
accounting estimates and management
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accounting policies. Therefore, the estimates and assumptions made by
management in the preparation of financial statements increase the
"noise"

of

financial

appropriateness

of

statements. [ 17] Through

accounting

policies

and

the

analysis

accounting

of

the

estimates,

accounting analysis is used to evaluate the response of financial reports
to the business activities, financial status and cash flow reality of
enterprises, so as to eliminate the "noise" in statements and improve the
reliability of financial analysis conclusions.
2.2.3 Financial analysis
For the Harvard analysis framework, financial analysis is the main part. If
the financial analysis is detailed and comprehensive, it can lay a good
foundation for forecasting the future development of shipping enterprises,
and it is also a key link for the prospect analysis of shipping enterprises.
Through

the

above

strategic

analysis,

the

company's

business

environment and strategic choice motivation are identified, and the
distortion in the financial statements is eliminated through accounting
analysis.

Then,

through

financial

analysis,

a

series

of

analysis

technologies are mainly adopted to analyze the past and current relevant
profitability, operation, debt repayment and growth ability of the company.
The common financial analysis methods are trend comparison analysis
and financial ratio analysis.Through the analysis, we can understand and
master the development ability of SIGP in all aspects, find out the specific
defects and find the corresponding solutions.
2.2.4 Prospect analysis
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Financial analysis is to analyze the past historical data in the financial
statements of an enterprise. What the enterprise needs to make decisions
is to adjust its business strategy in the face of future opportunities and
challenges, so as to realize its business purpose and mission.Therefore,
based on the financial analysis, it is very important for the development of
enterprises to forecast the future. In order to help the managers of the
enterprises to locate correctly, to find their own development direction, to
improve the anti risk ability of the enterprises, and to come out as soon as
possible under the influence of the COVID-19 epidemic.
2.3 Analysis of Shipping Enterprises
2.3.1 Introduction to Shipping
The 21st century is the century of the ocean. In 2006, shipping was listed
as one of the seven strategic industries in which the State maintained
absolute control.The shipping industry has become one of the major
transportation modes in the world since the great sailing era of the 15th
century. It appears in the context of national economic development and
serves international trade, as a derivative demand. This also makes the
shipping industry extremely vulnerable to global economic and trade
conditions and have large cyclical fluctuations. Some data show that the
sensitivity of international maritime traffic to the global economy is 1.6.
2.3.2 Overview of the development of the shipping industry
As a result of the international economic situation, coupled with the 2008
financial crisis ,2020 COVID-19pneumonia and other major risk events,
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the world’s maritime market has been in adjustment period in recent years
deep.
As for the international dry bulk market, the Baltic dry bulk index (BDI) is
an important economic index of the dry bulk market in the shipping
[18]

industry. The situation of BDI from 1 January 2018 to 2 May 2020 are as follows:

Fig. 2.1 BDI

Source: ewordship.com1
As can be seen from the figure above, the BDI index has fallen sharply
since the 2008 financial crisis. And the index has barely exceeded 2500
since 2011, hovering around 2000 in the last five years, but has recovered
in late 2019 and early 2020. And the relevant information shows that
shipping enterprises can achieve break-even on the condition that the BDI
index reaches 2500 points .So it can be seen that the dry bulk market
situation has not been very good in a long period of time since 2008. But it
has improved in 2020 .

1

http://www.eworldship.com/app/data
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On the tanker transport market, the two important measures of the freight
rate refer to the crude oil price index (BDTI) and the refined oil price
index(BCTI).

Fig. 2.2 BDTI

Source:ewordship.com2

Fig. 2.3 BCTI

Source: ewordship.com3

2
3

http://www.eworldship.com/app/data?catid=2321
http://www.eworldship.com/app/data?catid=2319
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The above chart shows that the trend of change of crude oil price index
(BDTI) and refined oil price index (BCTI) is similar: The indicators
plummeted after 2008 and have then fluctuated within the lower index
range. Until the beginning of 2020, the target, it appeared a peak of
growth. It is obvious to conclude that after the end of the financial crisis,
the shipping industry has been in the shadow of the crisis for a long time.
The global shipping market is hovering in the stage of entering the slow
growth of demand. And the excess capacity is a common problem facing
the global shipping enterprises. Now, however, the crude oil price index
(BDTI) and the refined oil price index (BCTI) have been growing for
several months. And the biggest beneficiaries, the enterprises in the
tanker transport market, have also given some confidence to the shipping
industry, which has been dormant for many years and COVID-19
pneumonia hit.
In the area of container shipping, as shown in the chart, the overall
container shipping charter index, which reflects the market for container
shipping, also fell sharply after 2008 and then stabilized.

Fig. 2.4 Global Container Ship Lease Index(month)
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Source:ewordship.com4
Shipping advisory body sea-intelligence said that the COVID-19 epidemic
has a serious negative impact on the market. The cancellation of container
ships reached an unprecedented level. But there are two positive factors
in the industry. One is the sharp drop in oil prices, which suggests a
short-term boost to fuel surcharges based on fuel prices, which are now
much cheaper to pay. The second positive factor is that when the
COVID-19 peaked in China, the carrier showed discipline when canceling
flights. So it did not reduce the freight rate.
2.4 Advantages of using Harvard analytical framework in shipping
enterprises
As an important derivative demand of national economy, transportation
enterprises are closely related to the international macroeconomic
environment and domestic economic development. This is also my original
intention to study the development of shipping enterprises under the
influence of the epidemic situation. However, in the current financial
website analysis, most of the financial analysis of shipping enterprises
focuses on the traditional financial analysis. It does not pay attention to
the role of macroeconomic environment in the development of enterprises,
which leads to the fact that the expected users of financial statements can
not fully grasp the background of the development of shipping market, and
can not accurately position the relative development of SIPG in the
industry

development

background.

According

to

the

development

characteristics of shipping enterprises, it is necessary to combine
4

http://www.eworldship.com/app/data?catid=2329
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non-financial

information

organically

and

analyze them from the perspective of macroeconomic environment.
Compared with traditional financial ratio analysis, Harvard analysis
framework is more suitable for comprehensive analysis.
Shanghai international port (Group) Co., Ltd., as the largest listed
company in the market value of China's port and shipping enterprises, has
an indisputable competitive position in the market. Meanwhile, the novel
coronavirus pneumonia affected the operation and development of the
enterprises. Therefore, this paper chooses SIPG as a representative,
hoping to analyze it by using the Harvard analysis framework. On the one
hand, I have a detailed and comprehensive understanding of the shipping
enterprises represented by SIPG. On the other hand, novel coronavirus
pneumonia epidemic situation was found to have an impact on business
operation. We found the existing problems of SIGP and put forward
suggestions. Finally, I hope that the analysis of this paper can be of
reference value to the financial operation of other domestic shipping
enterprises.

3. Strategic Analysis of Shanghai International Port Group under
Harvard Analytical Framework
3.1 Essential Information of SIPG
Shanghai International Port (Group) Co., Ltd. is located in China's
coastline and the Yangtze River "Golden Waterway" intersection, adjacent
to the global east-west main international waterway. It takes the vast and
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rich Yangtze River Delta and the Yangtze River Basin as the main
economic hinterland. For SIPG, the geographical location is unique, and
the

collection

and

transportation

network

is

connected

in

all

directions.
Shanghai International Port (Group) Co.,Ltd is the operator of Shanghai
Port Public Terminal and a large specialized group enterprise established
in January 2003 by the former Shanghai Port Authority. Shanghai
International Port (Group) Co., Ltd. has established a joint-stock company
through the overall restructuring in June 2005. Listed at Shanghai Stock
Exchange on October 26,2006, it became the first joint-stock port
company in China. At present, Shanghai International Port (Group) Co.,
Ltd. is the largest listed port company in mainland China and also one of
the most comprehensive ports in the world.
The company is mainly engaged in port related business. The main
business is divided into: container plate, bulk groceries plate, port
logistics plate and port service plate. The main business areas of the
enterprise include the loading and unloading of port containers, bulk
goods and groceries, as well as port services related to port production,
such as pilotage, ship towing, tally, barge, warehousing, shipping agent,
card collection, international cruise services and port logistics.
3.1.2 Key Business Performance
Table 3.1 Operational cost&income

Unit: Ten thousand Yuan
2015

2016

2017
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Type of currency

CNY

CNY

CNY

CNY

CNY

Operational cost

1,972,122.65

2,192,632.83

2,480,872.91 2,596,657.89 2,459,336.07

Port Logistics Plate 1,489,788.91

1,612,043.24

1,818,294.53 1,874,190.45 1,854,274.35

Container Plate

541,068.48

559,179.85

596,010.13

640,282.55

658,337.22

Other

103,341.35

228,369.61

364,529.51

413,627.52

316,118.70

Port Services Plate

113,183.02

120,089.04

115,626.14

133,223.12

143,487.34

168,947.60

165,895.65

161,771.04

155,917.54

150,342.33

-486,709.61

-541,557.62

-641,674.14

-663,079.37

-663,223.86

--

--

--

--

--

--

--

--

--

--

--

--

--

--

1,929,619.75

2,144,019.76

54.55

57.00

54.05

54.43

57.36

43.46

41.44

36.97

37.27

38.57

4.26

8.80

18.55

18.74

14.16

6.92

6.96

5.64

5.84

6.68

7.25

5.53

5.06

4.90

4.85

Internal Offset(%)

-16.45

-19.74

-20.27

-21.18

-21.62

Transportation(%)

--

--

--

--

--

--

--

--

--

--

--

--

--

--

--

100.00

100.00

100.00

100.00

100.00

Miscellaneous
plate
Internal offset
Transportation
Engineering
Construction
Production
Marketing
Total

--

2,414,557.20 2,554,161.82 2,459,336.07

Composition of
Income
Port Logistics
Plate(%)
Container Plate(%)
Other(%)
Port Services
Plate(%)
Miscellaneous
Plate(%)

Engineering
Construction(%)
Production
Marketing(%)
Total(%)

Source： iFind 5

5

A software that counts data and information on listed companies in China, So is the following
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As can be seen from the above table, the business of Shanghai
International Port (Group) Co., Ltd.is mainly concentrated in the port
logistics plate and container plate, in which the port logistics plate
proportion is stable at 50% and above.
3.2 SWOT Analysis
3.2.1 Advantage Analysis
(1)Strategic Advantages
Changjiang strategy: The core of the Yangtze river strategy aims to
dominate the supply flow of the Yangtze river basin, enhance the
agglomeration and radiation capacity of shanghai port to the Yangtze river
basin, and realize the sustainable development of SIPG.
Northeast Asia strategy: The core of northeast Asia strategy aims at
establishing the international shipping center status of shanghai port with
Yangshan as the center, and realizing leapfrog development of Shanghai
International Port (Group) Co., Ltd..
Internationalization strategy: The aim is to cultivate the international
operation ability, raise the internationalization management level, and
gradually form the cross-regional and transnational operation pattern that
radiates the domestic and international market. As mentioned above,
Shanghai International Port (Group) Co., Ltd.'s main business, focuses on
the docks and related businesses. And the industry has helped SIPG to
create value for shareholders in a more diversified way.
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(2)Shanghai International Port (Group) Co., Ltd. acquired a 20% stake in China's
largest domestic trade shipping company —— Shanghai Pan Asia shipping Co., Ltd
in February 2019, and also wholly owned the shares of Shanghai Jinjiang Shipping
(Group) Co., Ltd and Shanghai Haihua Shipping Co., ltd. The Shanghai Shipping
Exchange ranked the size of the container fleet operated by major Chinese shipping
companies (as of December 31,2019) in the China Shipping Development Report
2019 as follows:
China Ocean Shipping Group Co., Ltd. is ranked first, followed by Shanghai Zhonggu
Logistics Co., Ltd. And behind them is Haifeng International Holdings Co., Ltd. While
Shanghai Jinjiang Shipping (Group) Co., Ltd. ranks in the top 10 of china's domestic
making it a big advantage for shanghai international port co., ltd. to expand its
container leasing and container shipping operations.

3.2.2 Vulnerability Analysis
(1)

Table 3.2 Income sources classified by region

Type of currency:CNY
2015
Operating income
domestic
Share of operating
income
domestic(%)
abroad(%)

2016

2017

2018

2019

2,951,083.19 3,135,917.85 3,742,394.62 3,804,254.46 3,610,163.20
2,866,482.01 3,041,458.20 3,646,687.42 3,713,392.58 3,510,029.44

97.13
--

96.99
--

97.44
--

97.61
--

97.23
--

Source： iFind
The above table is the statistics of the income sources of Shanghai
International Port (Group) Co., Ltd. from 2015 to 2019, classified by region.
According to this form, it can be found that the source of income of
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Shanghai International Port (Group) Co., Ltd. is mainly concentrated in
China. Combined with the above table in 3.1.2, we can get the business
income of the enterprise mainly from the domestic port logistics. This is
also

a

limitation

and

disadvantage

faced

by

many

port

shipping

enterprises. The revenue of such enterprises will be significantly reduced
once their ports are experiencing difficulties in exporting because of
economic damage or other factors.
3.2.3 Opportunity Analysis
(1）Shanghai Port Container Throughput ranked first
Among the world's top 10 container ports in 2019 , there’re 7 ports coming from
China. And Shanghai Port Container Throughput ranked first. By 2019, Shanghai's
container throughput was 43.3 million TEUs, up 3% year-on-year. Among them,
Shanghai Yangshan Port, container throughput reached 19.808 million TEUs in 2019,
an increase of 7.6% over the same period last year, accounting for 45.7% in
Shanghai Port, and the weight is further increased. And that means a lot of business
occurred at

shanghai port, which provides a lot of business support for Shanghai

International Port, including SIPG.
(2) Nine leading shipping companies set up shipping block chain alliance(GSBN)
On February 26 2020, nine industry-leading shipping companies and terminal
operators, including Shanghai International Port (Group) Co., Ltd., signed a
shareholder agreement to join the global shipping blockchain network (GSBN), which
marks the group shipping giants and ports will strengthen digital sharing and
cooperation. For SIPG, there are more opportunities to work with leading shipping
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companies to achieve greater business growth. Especially after the COVID-19
epidemic, this kind of cooperation network is advantageous to the related industry
enterprise to carry on the exchange better, discusses the countermeasure.
(3)Port production continued to improve throughout the country, and
container operations improved significantly
Since late March 2020, the situation of epidemic prevention and control in
China has undergone positive changes. And enterprises have been
promoted to resume production and resume work in an orderly manner.
The situation of port production in China has improved. According to the
data of China Port Association, the return rate of enterprises in coastal
ports has reached more than 95% as of March 5,2020. And the return rate
of labor workers in each port is different, but most of them can reach more
than 70%. The resumption rate of collection cards outside Shanghai Port
exceeds 85%.
With the continuous progress of factories and logistics enterprises in
various

places,

the

volume

of

container

traffic

in

port

increased

significantly from month to month. According to the China Port Association,
the throughput of the eight major hub ports increased by 40.2% from
February 17 to 23, of which Shanghai port was 67%. There has been a
marked improvement over the previous weeks. In some ports with better
conditions, the volume of container sea-rail transport increased obviously.
The epidemic has hit most industries around the world. And as of May
1,2020, China's domestic epidemic has been effectively controlled. But
with the global demand for epidemic prevention materials soaring, items
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such as masks, disinfectant and other materials are in short supply.
China's domestic orders for related products surge. With the recovery of
Chinese shipping and the increasing demand for Chinese medical supplies
abroad, new opportunities have also emerged.
(4)China's export container shipping capacity gradually recovered and the
market freight rate decline slower
Since March 2020, China's export container capacity is recovering rapidly
as manufacturing, port and shipping companies resume production.
But overall, China's export container transport market supply and demand
overall is still low. Part of the route loading rate slightly rebounded. For
example, the utilization rate of space between Shanghai, Shanghai,
Europe and the United States are basically maintained at about 70% to
80%, but the overall demand recovery will take some time. Airlines in most
routes are still small price reductions mainly. Freight rates on several
routes continued to decline. But the decline gradually narrowed. After
falling to a near four-year low on February 11th, the BDI index is in a
sustained recovery, with monthly gains for the first time in six months,
offset by higher prices for Panama.
3.2.4 Threat Analysis
(1) A large number of ports are closed around the world: the COVID-19
epidemic has swept the world, causing a huge loss of global trade in
addition to health care and epidemic related products. As China's
domestic epidemic slows, Chinese ports are stepping up production and
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resumption of work to gradually return to normal operation. But the port
and shipping industry has not been relieved. The successive closure of
overseas ports seems to be the new normal under the epidemic.
The Houston port authority closed its barbours cut and Bayport container
terminals on march 19. The port of Miami, Florida's largest port,
temporarily closed its two container terminals on March 20. From 23-24
March,

the

United

States

Port

Miami

Terminal

Company

(poetic)

announced the temporary closure of its terminals. The United States
Baltimore port announced the closure of the port's seagirt container
terminal on 30 March. Every Friday from March U.S. port operators SSA
marine shut down their t18 docks in Seattle.
Once the port is closed, the foreign trade supply chain is like being tied up.
will affect shipping enterprises and port enterprises in many parts of the
world.
(2)Container line capacity is largely idle
Affected by the epidemic, the demand for international container transport
has

been

greatly

weakened.

Driven

by

the

extensive

suspension

measures of major liner companies, the proportion of idle capacity of the
global container fleet reached 8.86% in February 2020, which is a new
high in nearly a decade. This has also had a significant negative impact on
port-related operations that are closely linked to container transport
operations.
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Fig. 3.1 Trend of China Export Container

Source：Shanghai International Shipping Research Center6
(3)If the global epidemic ship continues to upgrade, it will have a greater
impact on the global economic and trade situation and the port and
shipping industry.
The epidemic situation in China has been effectively controlled, but the
escalation of the epidemic situation in the United States and Europe will
further impact China's foreign trade exports and the port and shipping
industry. By May 2020, the number of infected people in Italy, the worst-hit
region in Europe, had stabilized. But the number of infected people in the
United States had suddenly reached 1 million. And the rest of United
Europe had always shirked COVID-19pneumonia responsibility to China.
As China's largest trading partner, the EU will certainly have a great
impact on China's export manufacturing enterprises. At the same time, the

6

http://www.jingyu100.com/o/030511X12020.html
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far East-Europe route layout of the world's largest 20% container fleet
capacity. If transport demand dropped significantly, into the European line
of super-large container ships are difficult to transfer to other routes
operation, which will undoubtedly have a big impact on the profits of
marine union member liner companies.
4. Accounting Analysis of SIPG under the Framework of Harvard
Analysis
Through the strategic analysis in chapter three, it is clear about the
opportunities

and

threats

that

SIPG

is

facing

in

the

external

macro-environment, as well as its own advantages and disadvantages.
These analyses lay the foundation for the future decision-making of
enterprises. However, in order to make use of the accounting information
of SIPG, it is necessary to accurately identify and evaluate the selection of
key accounting policies and accounting estimates, so as to analyze the
degree of distortion of accounting information of enterprises. At the same
time, through the identification of accounting estimates in related
accounting

subjects,

the

data

of

internal

financial

statements

of

enterprises are restored to ensure that users of financial statements can
more clearly understand the financial situation and business performance
of enterprises, so as to prepare for the next financial analysis.
4.1 Identifying key accounting policies and accounting estimates
As the leading terminal operator in China, its machinery, equipment and
intangible assets are far ahead of other enterprises.The surplus port
facilities and warehouse facilities will also be leased to improve the asset
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utilization rate.Through the analysis of the balance sheet of SIPG, we can
find the items that have a significant impact on the total assets.The table
can identify the key asset projects of SIPG:
Table 4.1 Key asset items of the balance sheet of SIPG

Project

2015

2016

2017

2018

2019

2020

Cash

11.71%

10.48%

14.35%

20.27%

12.68%

12.00%

Accounts
receivable

2.46%

2.35%

1.70%

1.93%

1.71%

1.91%

Fixed
assets

36.06%

29.71%

23.36%

22.05%

21.27%

20.66%

13.84%

11.80%

9.83%

10.15%

10.16%

9.97%

20.39%

19.44%

24.07%

27.59%

32.43%

33.22%

84.46%

73.78%

73.31%

81.99%

78.24%

77.76%

Intangible
assets
Long-term
equity
investment
Total

Source: iFind
It can be clearly seen from Table 4-1 that fixed assets, intangible assets,
and long-term equity investment account for a large proportion of total
assets. Cash also accounts for a high proportion, but the "noise" effect of
this subject on accounting information is relatively small. Although the
proportion of bad debt provision in accounts receivable involves the
choice of accounting estimation, it accounts for a small proportion of total
assets and has little impact on the balance sheet. Therefore, this chapter
will focus on the analysis of the important impact of fixed assets,
intangible assets on financial statements to reduce their "noise" on
accounting statements.
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4.2.1 Quality analysis of fixed assets
The scale of fixed assets is the embodiment of the enterprise's ability to
continuous production and operation. The larger the scale of fixed assets
is, the more obvious its scale economy is. The shipping industry is a
capital intensive industry, the purchase of its machinery and equipment
needs a lot of financial support. For a capital intensive enterprise with a
high proportion of fixed assets, the choice and robustness of depreciation
methods will have a significant impact on accounting profits. SIPG
chooses the life average method for the depreciation method of fixed
assets, and the estimation of the depreciation life and the residual value is
within the reasonable range of the accounting estimation of fixed assets in
the port industry without any trace of human manipulation. According to
the profitability sustainability analysis in the financial analysis, the
nonrecurring profit and loss of SIPG accounted for a small proportion of
the total profit, and 2019 before the outbreak. The profit and loss of asset
disposal in 2019 before the outbreak was 73.9374 million yuan, and in the
first quarter of 2020 after the outbreak was 8.7608 million yuan. Before the
outbreak, in Ningbo port it was 626.124 million yuan, and after the
outbreak, it was 29.865 million yuan. It can also be seen that SIPG does
not have the practice of selling fixed assets to maintain profits, which may
exist in the port industry.
4.2.2 Quality analysis of intangible assets
Intangible assets are

often the

"disaster

overestimate

In

to

assets.

order

area"

prevent

the

where enterprises
phenomenon

of

overestimation of assets, we can see from the proportion of each

44

WORLD MARITIME UNIVERSITY

RESEARCH PAPER FOR
INTERNATIONAL TRANSPORT AND LOGISTICS

component of intangible assets in SIPG that the proportion of land use
right is the highest, followed by the proportion of software. This is also in
line with the asset structure that port and shipping enterprises should
have, and the proportion of bulk land is the highest.
Table 4.2 The proportion of intangible asset
Project

2015

2016

2017

2018

2019

Proportion of land use right

97.59%

94.40%

91.79%

94.71%

95.87%

Proportion of house use right

0.08%

0.06%

0.05%

0.04%

0.04%

Software proportion

0.47%

0.90%

0.76%

0.61%

0.57%

Source： iFind
4.2.3 Changes in significant accounting policies and accounting
estimates
In 2017, the Ministry of Finance revised and printed the accounting
standards for Business Enterprises No. 22 - recognition and measurement
of financial instruments, accounting standards for Business Enterprises
No. 23 - transfer of financial assets, accounting standards for Business
Enterprises No. 37 - presentation of financial instruments, which requires
domestic listed enterprises to implement from January 1, 2019. SIPG
implemented the new financial standards for the first time on January 1,
2019, and reclassified financial assets according to the new standards.
The items classified as available for sale financial assets under the
original standards are reclassified as trading financial assets and other
equity instrument investments so that the amount of available for sale
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financial assets is reduced by 628735534.94 yuan, and the difference
between the original book value and the new book value on the
implementation date is included in the retained earnings or other
comprehensive income on January 1, 2019.
SIPG started to implement the new income standard since January 1,
2020, namely the notice on revising and printing the accounting standards
for Business Enterprises No. 14 - income issued by the Ministry of Finance
on July 5, 2017. According to the requirements of the new income
standard, the company adjusted the number of relevant items in the
financial statements at the beginning of 2020 according to the cumulative
impact of the first implementation of the new income standard. It did not
adjust the data in the comparable period.
4.2 Analysis of the quality of accounting information disclosure
In accordance with the company law, securities law, and other relevant
laws and regulations, SIPG has formulated the articles of association,
improved the information disclosure system, and regularly published
interim reports and annual reports. Although the first-quarter report of
2020 is delayed due to the impact of the epidemic, it can also accurately,
truly and completely implement the information disclosure system. In the
analysis of the company, no non-conforming information disclosure in the
past five years has been found, and the audit report of the past five years
has been issued by Lixin certified public accountants with unqualified
audit opinions, which shows that SIPG has high reliability in information
disclosure.
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4.3 Summary of this chapter
Through the analysis of the important accounting subjects of SIPG, it is
found that there is no suspicion of profit manipulation in fixed assets and
intangible assets, and the disclosure of accounting information is perfect
and true. This shows that SIPG has no major problems in the reliability of
financial report information, and the quality of the financial reports is
guaranteed, which lays a reliable foundation for the next part of financial
analysis.
5. Financial

Analysis

of

SIPG

under

the

Harvard

Analytical

Framework
Through the strategic analysis in the third part, the macro-economic
environment and the strategic choice of the company are clarified;
Through the accounting analysis in the fourth part, it evaluates the
consistency of accounting subjects and policies and the rationality of
accounting estimates that have a significant impact on the enterprise's
asset projects, and to a certain extent excludes the projects that have a
significant impact on the "distortion" of accounting statements, which lays
the foundation for the financial analysis in this part. Financial analysis is
an important part of the Harvard analysis framework. In financial analysis,
I will make an overall analysis of the financial situation of the enterprise
from the perspective of profitability, operating ability, solvency and growth
ability.

5.1 Profitability analysis
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The profitability of an enterprise is the ability of an enterprise to obtain
profits, also known as the capital or capital appreciation ability of an
enterprise, which is usually reflected in the amount of earnings within a
certain period of time. The profit level of an enterprise can be considered
from two aspects: the profit level of sales revenue and the profit level of
assets.

5.1.1 Changes in profitability

It is unreasonable to compare the operating revenue of port and waterway
enterprises in 2019 with that in the first quarter of 2020, so I will compare
the operating revenue in the first quarter of 2019 with that in the first
quarter of 2020. It can be seen novel coronavirus pneumonia has indeed
affected the development of port and shipping enterprises to a certain
extent, and operating income has declined sharply compared with the
same period. According to the survey results of China's shipping
prosperity index, in the first quarter of 2020, the operating profit of China's
port and shipping enterprises was in a depressed period, and the business
volume and freight income of enterprises declined.

Based on the analysis of Shanghai international port group itself, although
the operating revenue drops greatly in 2020, the company still ranks first
with 53,985,323 yuan, which also benefits from the advantage of Shanghai
port's container throughput ranking first.
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Fig. 5.1 Comparison of operating income

5.1.2 Analysis of profitability of sales revenue

Sales gross profit rate is the ratio of sales gross profit to sales revenue,
which is the basis for the company to form profits. The higher the gross
profit margin, the larger the profit margin. The index can also reflect the
efforts made by enterprises in cost control. The larger the index is, the
stronger the company's ability of cost control is, and it will occupy a more
dominant position in the competition of the same industry. Based on the
horizontal analysis of the sales gross profit rate of shipping port
enterprises, SIPG ranks the top in terms of sales gross profit rate, ranking
the seventh in port enterprises, which indicates that it has a strong ability
to cost control and certain competitiveness in the industry.

From the comparison chart of changes in gross profit margin of industry
sales,Sales gross profit margin of most port enterprises is flat or
increased after the outbreak of COVID-19 pneumonia except for individual
enterprises. Through the above strategic analysis, it can be seen that the
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increase of gross profit rate is inseparable from the high return rate of
freight terminal business and the continuous improvement of collection
and distribution conditions. In addition, the escalation of oil price war in
Saudi Arabia and Russia has led to the decrease of fuel cost and the
increase of VLCC daily rent. This geopolitical factor has also increased
the gross profit rate. In addition, after the outbreak of the new crown, the
container business has maintained growth since mid February. The
throughput of the eight container terminals increased by 4.7% month on
month, of which Shanghai Port grew by more than 10% month on month.
And the throughput of oil, natural gas and its products increased
significantly month on month. With the resumption of production-oriented
enterprises

in

various

regions

and

the

resumption

of

highway

transportation, the demand for fossil energy such as gasoline and diesel
has picked up, and the port's crude oil transportation volume has
increased. These are the possible factors leading to the increase of gross
profit in the first quarter of 2020.

Fig. 5.2 Comparison of gross margin of industry sales
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According to the trend chart analysis of Shanghai international port
group's own gross sales profit rate, after the outbreak, the sales gross
profit increased by 3.7 percentage points compared with 2019, even more
than the highest point in the past five years. Same as Tangshan port,
Ningbo port, and Qingdao port, the sales gross profit rate increased higher
than before the outbreak. This also confirms that the gross profit margin
increased after the outbreak.

Fig. 5.3 Trend chart of gross sales margin

5.1.3 Asset profitability analysis

It can be seen from the trend of return on net assets that affected by
COVID-19 pneumonia, the profitability of the first quarter of the whole port
and shipping enterprises in China was seriously affected and appeared a
sharp decline, which is also consistent with the stagnation of economic
development in the general environment.
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Fig. 5.4 Industry comparison of ROE

In terms of SIPG itself, the profitability of assets has declined after the
outbreak.

Compared

with

the

second

place

of

port

and shipping

enterprises in 2019, it is slightly lower than Qingdao port, falling to the
fourth place, but still significantly higher than the industry average. It can
be seen from the trend comparison chart of the return on net assets that
the fluctuation trend of the return on net assets of Shanghai Port Group in
the past five years is consistent with the overall situation of the industry,
with a greater degree of fluctuation, but is far higher than the Ningbo port
and the average level of other shipping enterprises. So, as the epidemic
gets under control, SIPG need to solve not to expand the scale of assets,
but at the current asset level, how to maximize the use of assets, eliminate
inefficient

assets,

continue

to

rent

profitability of assets.
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Fig. 5.5 Trend chart of ROE

5.1.4 Profit quality analysis
The development of the company needs strong profitability, which not only
requires a high level of profitability but also requires a good quality of
profitability. Good profit quality needs to have two characteristics: good
profit sustainability and high "gold content". The gold content here refers
to the operating cash flow obtained in the operating profit earned by the
enterprise. A company with high net profit can not operate well without
sufficient cash flow as important support. Net profit is the surface of a
company's development. Some companies whitewash statements in order
to make high profits. Therefore, in the analysis of profit quality, this paper
evaluates profit sustainability and ability to obtain cash.
（ 1） Profitability sustainability analysis
1)Analysis of core profit contribution rate

53

WORLD MARITIME UNIVERSITY

RESEARCH PAPER FOR
INTERNATIONAL TRANSPORT AND LOGISTICS

Core profit is used to reflect the profit brought by the enterprise's own
business activities. Core profit equals gross profit minus taxes and period
expenses. The contribution rate of core profit reflects how much of the
total profit is brought by the core profit. In the composition of total profit,
only the core business profit is sustainable, and other items, such as
investment income, other income, non operating income and expenditure
items, are all unsustainable income and have a contingency. The
calculation formula of its core profit is:
Core profit=Gross profit-business tax and surcharges-selling expensesselling expenses-financial expenses
Core profit contribution rate=Core profit/ Total profit

The profitability of the company's business activities represents the
company's core competitiveness and is sustainable. That is, if the
company relies on unsustainable projects, the sustainability of the
company's profitability will be weaker. It can be seen from the changing
table of the core profit contribution rate of SIPG that the core profit share
is relatively stable. Profitability is highly sustainable and has improved
since 2017.

Table 5.1 Core profit contribution rate
Project

2015

2016

2017

2018

2019

2020.3.1

CORE

634,874.80

584,955.82

758,276.21

734,791.98

671,246.79

102,744.15

985,154.52

994,188.47

1,585,528.67

1,432,776.48

1,182,403.05

222060.00

64%

59%

48%

51%

57%

46%

PROFIT (1)
TOTAL
PROFIT (2)
(1)/(2)

Source： iFind
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Fig. 5.6 Changes of core profit contribution rate of SIPG from 2015-2020

2)Analysis of non-recurring profit and loss rate
The proportion of non-recurring profit and loss to net profit can also reflect
the sustainability of corporate profitability. Non-recurring profit and loss
mainly come from asset disposal, non-operating income and expenditure,
etc. For port and shipping enterprises, the disposal profit and loss of fixed
assets has a great impact on the net profit. The larger the proportion of net
profit excluding non-recurring profit and loss is, the stronger the profit of
the company's main business is, and the stronger the profit sustainability
of the company is.

It can be seen from the comparison chart of harbor and shipping
enterprises that most enterprises hold a high proportion of net profit less
non-recurring gains and losses. The profitability has good sustainability,
and there is no significant change before and after the outbreak of
COVID-19. The non-recurring profit and loss of Xiamen port and
Lianyungang account for a large proportion. If the non-recurring profit and
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loss are deducted, the net profit of these companies will appear "great
change", reflecting that their profit mainly depends on the nonrecurring
profit and loss items, mainly through the disposal of large equipment to
obtain profit.

Shanghai international port group's profit sustainability is better. In 2019,
the income from asset disposal was 739.374 billion yuan. In the first
quarter of 2020 after the outbreak, the income from asset disposal is
876.08 billion yuan. Although it belongs to a higher amount in the same
industry, compared with its asset scale and disposal income of previous
years, it still belongs to the normal range, and there is no case that a large
number of fixed assets are disposed to obtain profits.

The proportion of net profit less non-recurrent gains and losses=net profit
less non-recurrent gains and losses divided by net income.

Fig. 5.7 Net profit less non-recurring gains and losses ratio
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(2) Analysis of the earning capacity of profit
The earning capacity of profit is an important guarantee for the normal
operation of an enterprise. It refers to the amount of cash flow in the profit
of an enterprise that can support the operation of the enterprise and
reflect the true profit state of the enterprise. The existence and
development of an enterprise without sufficient cash flow will be seriously
restricted. Therefore, it is very important to introduce cash flow to
evaluate the company's profit level, which makes up for the traditional
profit index that neglects cash flow.
1)Net cash flow from operating activities / operating profit
Operating profit corresponds to financial profit. Financial profit is
generated by financial activities, in which operating profit = core profit +
financial expenses. The proportion can evaluate the guarantee degree of
net cash flow from operating activities to operating profit. It can be seen
from the table below that before the outbreak, the net cash flow from
operating activities of Shanghai international port group had a high degree
of guarantee for operating profit, and there was sufficient cash flow to
ensure the normal operation of the enterprise. However, after the outbreak
of COVID-19 pneumonia, the cash recovery from operating activities
declined significantly, resulting in a negative proportion. Therefore, with
COVID-19 pneumonia control, the port group will focus on cash flow
recovery and prevent the larger capital flow from breaking up in the
second half of 2020, resulting in operational risk.
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Table 5.2 Net cash flow from operating

Project

2015

2016

2017

2018

2019

2020.3.1

profit (1)

719798.33

656904.06

860049.61

855734.40

752509.19

112342.75

Net
cash
flow
from
operating
activities (2)

966736.66

203592.58

961073.04

571015.37

617303.10

-19957.39

(2)/(1)

1.34

0.31

1.12

0.67

0.82

-0.18

operating

2)The cash ratio of operating income
The cash ratio of operating income reflects the proportion of cash
obtained in the operating income of an enterprise, which is equal to the
net cash flow / operating income of operating activities. It is an indicator of
an enterprise's ability to create cash by itself. The larger the value is, the
stronger the company's cash flow is guaranteed and the stronger its
development ability is. This indicator reflects how much net cash flow can
be generated in one yuan's operating income. If the cash ratio of operating
income in a company is negative, it indicates that the cash flow does not
come from operating activities or the profit generated from operating
activities is not stable. It can prevent enterprises from misleading
information users by manipulating profits.
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It can be seen from the chart that in recent two years, the ability of SIPG to
obtain cash flow from operating revenue has been greatly reduced, even
lower than the average level of port and shipping enterprises. After the
outbreak, the ability to achieve cash is even worse. From the ratio in the
first quarter of 2020, we can see that the ratio is negative. However,
Ningbo port has generated a large amount of cash flow and a substantial
increase due to the recovery of most funds in 2019, which is an exception
to the industry. This shows that SIPG should speed up the recovery of
operating cash flow through the use of cash discount, collect cash from
"downstream enterprises" in advance and delay payment to "upstream"
enterprises, so as to prevent

cash shortage in the operation of

enterprises.

Fig. 5.8 Net operating cash flows/operating revenue

5.2 Operational capability Analysis
The operating ability of an enterprise can usually be reflected in all kinds
of asset turnover, such as total asset turnover, fixed assets turnover,
accounts receivable turnover and inventory turnover. In addition, the
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business cycle is also one of the important indicators to reflect the
operational efficiency of enterprises.
The significance of the various indicators is as follows:
The business cycle refers to the time required from the beginning of the
acquisition of inventory to the sale of inventory and the recovery of cash.
In general, the shorter the business cycle of the enterprise, the faster the
capital turnover of the enterprise, and the better the management
efficiency of the assets.
The total assets turnover rate and the fixed turnover rate respectively
reflect the total assets and fixed assets utilization rate of the enterprise.
The

higher

the

ratio,

the

better

the

management

efficiency

and

income-generating capacity of the corresponding assets.
The turnover rate of accounts receivable indicates the speed of the flow of
accounts receivable. The larger the index represents the shorter the
average collection period, the faster the recovery, the less prone to bad
debts.
Inventory turnover affects not only the efficiency of asset management,
but also the liquidity of current assets, thus affecting the current ratio and
short-term solvency of enterprises.
The paper collated the 2015-2020(first quarter) indicators of Shanghai
International Port (Group) Co., Ltd. operating capacity as follows:
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Table 5.3 Indicators about operating capacity

year

2015

2016

2017

2018

2019

Business cycle(day)
Inventory turnover(times)
Turnover of Accounts
Receivable and Notes
Receivable(times)
Fixed assets turnover(times)
Total asset turnover(times)

89.15 108.80 247.41 276.60 216.08
5.88
4.55
1.62
1.43
1.92

2020(First
quarter)
409.05
0.25

10.92

10.56

12.66

12.80

12.46

1.93

0.83
0.31

0.89
0.29

1.11
0.29

1.17
0.27

1.16
0.25

0.18
0.04

Fig. 5.9 Indicators about operating capacity

From the chart above, it can be found that the total asset turnover and fixed asset
turnover of Shanghai International Port (Group) Co., Ltd.. have remained
relatively stable in the past five years. As a result, Shanghai International Port
(Group) Co., Ltd.'s asset management efficiency is relatively stable. Account
Receivable turnover and Bill Receivable turnover show a slow upward trend in
2015-2019, which indicates that the management level of SIPG’s receivables is
gradually improving during this period. But during the period 2019-2020(first quarter),

61

WORLD MARITIME UNIVERSITY

RESEARCH PAPER FOR
INTERNATIONAL TRANSPORT AND LOGISTICS

the turnover rate of Accounts Receivable and Notes Receivable declined significantly,
which mainly due to the crisis of capital shortage in most enterprises under
COVID-19 pneumonia, and the inability to pay debts.
Next, this article compares the performance of Shanghai International Port (Group)
Co., Ltd.'s operating capacity indicators in its industry around the COVID-19
pneumonia outbreak.

Fig. 5.10 Comparison of inventory turnover-2019/12/31

Fig. 5.11 Comparison of inventory turnover-2020/3/31

62

WORLD MARITIME UNIVERSITY

RESEARCH PAPER FOR
INTERNATIONAL TRANSPORT AND LOGISTICS

It can be seen that shanghai international port's inventory turnover was
below industry levels before and after the COVID-19 pneumonia burst.
This may further lead to difficulties in liquidating their inventories, thereby
affecting

liquidity

levels.

For

inventory

management,

Shanghai

International Port (Group) Co., Ltd. has a lot of room for improvement.
And it shows that before and after the outbreak, the industry average of
inventory turnover of port enterprises plummeted from 38.53 to 9.31. This
means that the epidemic has led to the fact that the stock backlog of port
enterprises is very serious.

Fig. 5.12 Comparison of accounts receivable turnover-2019/12/31
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Fig. 5.13 Comparison of accounts receivable turnover-2020/3/31

Through comparison, it can be found that before COVID-19 pneumonia outbreak,the
turnover of accounts receivable and notes receivable of Shanghai International Port
(Group) Co., Ltd. was 12.46,which was higher than the industry average from 10.06.
This means that the level of maintenance management of Shanghai International
Port (Group) Co., Ltd. receivables items and their related customers is up to the
industry average in a stable state of development.
After the outbreak of the epidemic, the industry average of the turnover rate of
accounts receivable and notes receivable dropped sharply to 1.98,. At the same time,
Shanghai International Port (Group) Co., Ltd. also lags behind the industry average.
The above situation shows: First, COVID-19 pneumonia has brought a huge
negative influence on the port and shipping enterprise. It makes many debt-owning
enterprises unable to pay their debts, resulting in a large number of bad debts for
enterprises with debt. And second, on the one hand, Shanghai International Port
(Group) Co., Ltd. may have a large amount of receivables, and its corresponding
customers are less able to stress under unexpected events. On the other hand, the
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enterprise has a weak risk-resistant ability to manage receivables. As a result, the
turnover rate of accounts receivable and notes receivable in SIPG is lower than in the
same industry.

Fig. 5.14 Comparison of fixed asset turnover-2019/12/31

Fig. 5.15 Comparison of fixed asset turnover-2020/3/31

A comparison of SIPG's fixed-asset turnover before and after the outbreak shows
that the company’s index is above the industry average and is in the top five. And
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that suggests that Shanghai International Port (Group) Co., Ltd. is pretty good at
managing fixed assets in the same industry. In addition, it shows that the turnover
rate of fixed assets of enterprises in the whole industry has dropped significantly.
Because of the epidemic, international trade has been severely hit, many domestic
and foreign ports have been forced to close for a certain period of time, resulting in a
sharp decline in port operations. And the income that fixed assets generated also
been reduced accordingly.

Fig. 5.16 Comparison of total asset turnover-2019/12/31

Fig. 5.17 Comparison of total asset turnover-2020/3/31
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It can be clearly seen that the industry average of the total asset turnover rate fell
from 0.35 to 0.07 after the outbreak of the epidemic, which fell by 80%. And it can be
seen that the epidemic situation led to a large degree of idle assets. For its part,
Shanghai International Port (Group) Co., Ltd.'s total asset turnover dropped 84%
from 0.25 to 0.04. At the same time, both before and after the outbreak fell behind the
industry average, suggesting that compared with the industry, SIPG 's overall asset
management efficiency and asset income-generating capacity has a lot of room for
improvement.
5.3 Solvency analysis
In the measurement of solvency, it mainly evaluates the long-term and
short-term solvency of enterprises. The trend of solvency can be obtained
from the indicators of the current ratio and quick ratio in the past five
years. From the perspective of vertical analysis, before and after the
outbreak the ability to pay debt changes in the whole port and shipping
enterprise.
5.3.1 Analysis of short-term liquidity
The current ratio reflects the ability of an enterprise to use its current
assets to repay its current liabilities. Because the current liabilities have
the characteristics of repayment debt in a short period, and the current
assets are easy to realize, which can meet the repayment needs of the
current liabilities. Therefore, the current ratio is the most important index
to analyze the short-term solvency. In order to evaluate the solvency more
accurately, quick assets are obtained by eliminating the assets with poor
availability from current assets. Generally speaking, it is more appropriate
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to have a current ratio of 2:1 and a quick ratio of 1:1. However, in the
recent

two

years,

the

current

ratio

and

quick

ratio

of

Shanghai

international port group have been continuously improved, with strong
short-term solvency. The formula is:
Current ratio = current assets / current liabilities
Quick ratio = quick assets / current liabilities
It can be seen from the industry comparison of current ratio and quick ratio
before and after the outbreak that the short-term solvency of port and
shipping enterprises has not been greatly affected, and SIPG is not only
significantly higher than Ningbo port, but also higher than the level of the
same industry. Thanks to the small proportion of short-term liabilities in
port and shipping enterprises, most of them obtain funds through
long-term financing. It shows that in the next period of time, the solvency
of port and shipping enterprises will not be impacted by the epidemic.

Fig. 5.18 Comparison of current ratio industries before and after the epidemic
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Fig. 5.19 Comparison of quick ratio industries before and after the epidemic

5.3.2 Long-term solvency analysis
The property right ratio refers to the ratio of total liabilities to total owners'
equity in a joint-stock enterprise. It is an index to evaluate the
reasonableness of capital structure. On the other hand, it can also reflect
the degree of enterprise's loan operation and the pressure of long-term
debt repayment. The index shows the relative relationship between the
funds provided by the creditors and the funds provided by the investors.
The lower the property right ratio is, the greater the proportion of the
enterprise's own capital in the total assets is, and the stronger the
long-term solvency is. It is not hard to see from the trend chart that since
the peak value of 0.92 of the property right ratio in 2017, it has been
declining. This is because the enterprise found that the financial leverage
is too high, resulting in too much pressure to repay the loan, and began to
pay attention to the balance of creditor's rights and equity so that the
property right ratio decreased to a reasonable proportion.
It is not hard to see from the industry that before and after the outbreak,
the property right proportion of SIPG is at a normal level. Compared with
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the average level of the industry and Ningbo port, it does not fluctuate too
much and has strong long-term solvency.

Fig. 5.20 The trend chart of solvency changes from 2015 to 2020

Fig. 5.21 Comparison of equity ratio

5.4 Growth capacity analysis
The growth ability of an enterprise refers to the growing trend and growth
potential formed by the enterprise in the process of production and
operation, which can usually be reflected in the growth ratio of some key
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items, such as the growth rate of operating income, the growth rate of net
profit, and the growth rate of assets.
The two important signs to measure the growth of an enterprise are: First,
the growth rate of profit is greater than the growth rate of income, which
indicates

that

the

current

operating

leverage

of

an

enterprise

is

reasonable. Second, the growth rate of income is greater than the growth
rate of assets, which means that enterprises do well in asset management,
and the profitability of assets is better.
An evaluation of Shanghai International Port (Group) Co., Ltd. from a
longitudinal perspective. Growth indicators used in this paper are the
year-on-year growth rate of operating income, the year-on-year growth
rate of net profit, and the year-on-year growth rate of assets. The
horizontal assessment of shanghai international port's (group) co., ltd.'s
growth capacity in the industry is based on industry comparison data for
the 2019 reporting period and COVID-19 impact on its growth capacity,
using the first quarter of 2020 ring growth rate of the three indicators.

Table 5.4 Indicators about growth capacity

year
Operating
Income(%)
Total Assets(%)
Net Margin(%)

2015

2016

2017

2018

2019

2020(First quarter)

2.54

6.26

19.34

1.65

-5.10

-33.83

4.49
-3.02

18.55
5.74

20.94
66.25

2.22
-10.92

-1.52
-11.81

4.08
-10.99

Source： iFind
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Fig. 5.22 Indicators about growth capacity

From the figure above you can see, SIPG's revenue growth rate declined
considerably between 2019 and 2020(first quarter), which is mainly due to
the outbreak. Except for 2017, the growth rate of total assets is basically
higher than that of net profit and operating income. That is to say, it
generates less operating income and net profit with more asset inputs.
And this suggests that growth in Shanghai International Port (Group) Co.,
Ltd. is not effective.
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Fig. 5.23 Comparison of total asset growth rates-2019/12/31

Fig. 5.24 Comparison of total assets growth rate-2020/3/31

Before and after the outbreak of COVID-19 pneumonia, the average growth rate of
total assets turnover in the industry dropped from 7.71 to 2.66. This is also in line with
the fact that the epidemic has seriously hindered business growth. At the same time,
before the outbreak, total asset growth in shanghai international port (group) co., ltd.
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lagged behind the industry average. At a time when china's domestic epidemic was
slightly under control, its asset growth rate was higher than the industry average and
rose from 16th to 12th.

Fig. 5.25 Comparison of net profit growth-2019/12/31

Fig. 5.26 Comparison of net profit growth rate-2020/3/31

Also in terms of net profit growth, shanghai international port co., ltd. rose from 16th
to 11th. Although that partly reflects the stability of SIPG in dealing with big
emergencies due to some of its peers. But before and after the outbreak shanghai
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international port (group) co., ltd.'s net profit growth was consistently below industry
levels and was always negative. This also linked to that shanghai international port
co., ltd. has reached the maturity stage of the business life cycle in recent years,
which means slower growth in its market size and profit margins.

Fig. 5.27 Comparison of operating income

growth rate-2019/12/31

Fig. 5.28 Comparison of operating income growth rate-2020/3/31
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As can be demonstrated from the above two graphs, the growth rate of operating
income in this industry has been much weakened before and after COVID-19. The
industry average dropped 230.74%

from 8.23 to -10.76. But as with the first two,

shanghai international port co., ltd. is up from 18th to 3rd. That's 15 places up.
5.5 Summary of the chapter
All above reflects the good growth performance of shanghai international
port co., ltd. in the COVID-19pneumonia, suggesting that the company
may have taken the right steps to mitigate the risks of the of the this
period.
6. Prospect analysis and comprehensive evaluation of SIPG
6.1 Perspective analysis and evaluation of SIPG
Table 6.1 Projected Earnings Per Share for SIPG

Projected Earnings Per Share

Unit: Yuan

year

2020

2021

2022

Number of institutions projected
Minimum
Maximum
Mean value
Industry average level

5
0.36
0.46
0.4
0.53

4
0.38
0.44
0.41
0.54

3
0.41
0.47
0.44
0.57

Source： iFind
Table 6.2 Projected net margin for SIPG

Projected net margin

Unit: Billion Yuan

year

2020

2021

2022

Number of institutions projected
Minimum

5
82.6

4
88.67

3
95.91
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Maximum
Mean value
Industry average level

106.6
91.92
35.67

100.92
94.55
34.89

108.38
101.96
35.48

Source： iFind
According to iFund data, as of 6 May 2020, there are a total of five
agencies

forecasting

shanghai

international

port

co.,

ltd.'s

2020

performance. Combined with the enterprise and its industry performance
in 2019 and 2020, they adjusted their forecasts appropriately, taking into
account the uncertainty over the current duration of the overseas epidemic.
The predictions are as follows:
On the whole, the average of predicted values about Earnings per share
that comes from five agencies is 0.46, which is slightly below industry
average level. On profits, the predicted values proposed is 91.92 billion
yuan, well above the industry average.
6.2 Evaluation of SIPG based on Du Pont analysis
There are four kinds of comprehensive financial analysis methods, which
are wall proportion scoring method, factor analysis method, DuPont
financial analysis system and balanced scorecard method. This paper
uses DuPont financial analysis system

to make a comprehensive

evaluation of SIPG. DuPont analysis system is proposed by DuPont
company of the United States. It is a comprehensive and systematic
analysis and evaluation method for the financial status and economic
benefits of enterprises by using the internal relationship between the main
financial ratio indexes. This system takes equity net interest rate as the
core, and finds out the fundamental factors driving equity net interest rate
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by decomposing the indicators layer by layer.

[1 9 ]

It can help the enterprise

management to find out the current asset management efficiency and the
return on investment of shareholders, so as to improve the business
decision-making of the enterprise.
It can be seen from the breakdown table of equity net interest rate that the
equity net interest rate has shown a downward trend since 2017. The main
reason is that the total asset turnover rate shows a downward trend,
indicating that the asset turnover capacity of enterprises will decline in the
year of 2018 and 2019. In addition, due to the excessive financial leverage
of the enterprise in 2017, the proportion of property right has been
reduced in the past two years, which is also the reason。

After the outbreak of COVID-19 pneumonia, it is obvious that the net
interest rate in the first quarter of 2020 is rising. However, the turnover
rate of total assets is greatly affected, resulting in low equity net interest
rate. Therefore, enterprises should continue to reduce operating costs,
seize opportunities and improve profitability.
Table 6.3 Breakdown table of equity net interest ratio
index

2015

2016

2017

2018

2019

2020

Equity
net
interest rate

11.50%

11.53%

17.72%

14.17%

11.50%

2.01%

Equity
multiplier

1.69

1.79

1.98

1.97

1.82

1.72

26.65%

25.79%

34.33%

30.16%

27.49%

35.15%

Net

sales

interest rate
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0.29

0.27

0.25

0.037

Source： iFind
6.3 Comprehensive evaluation of SIPG

So far this year, short-term transport demand has fallen because of the
COVID-19. Shanghai International Port (Group) Co., Ltd. suffered year-on-year
declines in cargo throughput in the first quarter of 2020.

Shanghai Port is the largest container port in the world. And the volume of containers
reached a new high in 2019, promoting the steady development of the main port
industry. At the same time shanghai international port (group) co., ltd. adopted a
multi-industry development strategy, actively layout the financial and shipping areas,
can effectively spread the risk of the epidemic due to losses. Additionally,
shanghai international port co., ltd. has contributed significantly to
value-added services such as international top-notch ports, port logistics
and services. In the medium and long term, it has benefited from the
construction of Shanghai Free Trade Zone and Free Trade Port, and is
expected to attract more international transit sources to Hong Kong,
Singapore and other international first-class transit ports.

To sum up, COVID-19 pneumonia brings great losses and risks to
shanghai international port (group) co., ltd.. But combined with external
market response and the enterprise's own strategy and development trend,
we can find that shanghai international port (group) co., ltd. has great
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market potential and emergency response-ability, and should recover as
soon as possible in the future.

7. Research Issues and Recommendation

7.1 Research Issues

7.1.1 Business volume and operation of SIPG suffered severe
setbacks under the COVID-19 epidemic

Affected by the COVID-19 pneumonia epidemic, Shanghai International
Port (Group) Co., Ltd.'s operating income presents is a year-on-year
decline in the first quarter of 2020. It shows that, like plenty of shipping
companies, the enterprise ’ s business has been hit by the epidemic. In
addition,

in

the

previous

analysis,

we

can

know

that

Shanghai

International Port (Group) Co., Ltd. the serious decline in operational
capacity after the outbreak of the COVID-19 pneumonia, which specifically
reflected in the decrease of the total assets turnover, accounts receivable
turnover and other indicators.

The main reasons are as follows: Because the epidemic situation in
March-May 2020 caused a serious negative impact on the lives of people
in many countries around the world, foreign trade between countries has
been seriously interrupted. The volume of exports and imports has
dropped sharply, which has directly hit many shipping companies that do
waterway transportation. Further, to the port companies such as SIPG that
closely linked to the aforesaid shipping companies, suffered negative
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impact.

7.1.2 Single source of revenue for major operations

According to the table 3.1, the main sources of business revenue of
Shanghai International Port (Group) Co., Ltd. are the port terminal
logistics section and container section. This indicates that the business
source of Shanghai International Port (Group) Co., Ltd. is relatively single,
which means the lack of ability to resist risk from a certain angle. At the
same time in the supply chain, cooperation with other related enterprises
may bring higher costs.

7.1.3 The ability of enterprises to obtain cash flow is not high

Through the analysis of the earning capacity of Shanghai international
port group and the cash ratio of operating income, we can see that the
cash flow holding in the operation of the enterprise is insufficient, which
will reduce the anti-risk ability of the enterprise and affect the short-term
solvency of the enterprise to a certain extent.

[1 8 ]

This short board may not

be obvious in the normal operation of enterprises. But when COVID-19
pneumonia appears, the blow to the business can be fatal.

7.1.4 The utilization ratio of total assets needs to be improved

After the outbreak of the epidemic, the turnover rate of the total assets of
the enterprises decreased from 0.35 to 0.07, and all fell behind the
average level of the industry, which shows that the management efficiency
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and the income-generating ability of the total assets of Shanghai
international port group need to be improved compared with the industry.

7.2 Recommendations for SIPG under COVID-19 pneumonia

7.2.1

Enterprises

should

take

the

initiative

to

accelerate

the

transformation of digital wisdom

Taking the epidemic situation as an opportunity, all parties should jointly
construct

the

information

and

intergovernmental

departments,

enterprises.

can

This

promote

data

sharing

enterprises
the

mechanism

and

effective

among

intergovernmental

link

between

road

transportation, water transportation and railway, and to enhance the
exchange and sharing of information between port and shipping and
railway.

At the same time, full use should be made of digital information technology
in order to obtain materials urgently needed by the public. For the
shortage of materials, the "green channel" should be opened in time to
improve the efficiency of logistics transportation. Shanghai International
Port (Group) Co., Ltd.can try relying on block chain technology to upgrade
port and shipping collaboration, so that customers can complete the
operation process through the shipping company and port at a time
through the Internet. On the one hand, this favors in decreasing the
number of face-to-face contacts and reducing the risk of infection. On the
other hand, it can also ensure timely delivery.
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7.2.2 Enterprises should increase diversified income sources

Shanghai International Port (Group) Co., Ltd. has done a good job in the
port terminal logistics section and container section. It is also considered
as one of the mature enterprises of traditional port and shipping
enterprises. Then it can rely on its own strength and make development of
other relevant sections. As has been mentioned above, Shanghai Jinjiang
Shipping (Group) Co., Ltd. and Shanghai Haihua Shipping Co., Ltd. are
wholly owned by Shanghai International Port (Group) Co., Ltd. can use
these shipping enterprises to develop some short-term airline business
near Shanghai port, and slowly develop diversified business sources.

7.2.3 Enterprises should obtain cash flow more quickly.
Shanghai International Port (Group) Co., Ltd. should enhance their core
competitiveness and improve their service quality. SIPG should accelerate
cash collection by early collection from "downstream" businesses, late
payment to "upstream" businesses, or by using cash discounts ,
preventing itself from appearing problem of cash flow break in business
operation. And it also should strengthen the ability of enterprise risk
prediction and reduce the unpredictability brought by unexpected events.

7.2.4 Enterprises should improve utilization ratio of total assets.

Shanghai International Port (Group) Co., Ltd. should do a good job in
business forecast and prevention and control in the future, and lease
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some idle assets in time. Idle containers that exceed capacity can be sold
in time to improve asset utilization efficiency. That is to say, SIPG should
orderly reduce the fixed assets with low value creation ability and reduce
the depreciation cost of enterprises. In addition,it should continue to
create high profits for enterprises by entering the investment real estate
industry. And In terms of port operation, SIPG should give full play to the
advantages of such modes as "transferring the right to use assets +
operating lease + financing lease" of enterprises, continuously realize the
innovation of business mode of enterprises, and improve the handling
income of main ports, improve the benefits of diversified operation to
maintain
[2 0 ]

the

best-developed

enterprises along

the

Yangtze

River.

These measures will help to get enterprises out of the COVID-19

pneumonia epidemic as quickly as possible.

84

WORLD MARITIME UNIVERSITY

RESEARCH PAPER FOR
INTERNATIONAL TRANSPORT AND LOGISTICS

Reference：
Xianzhi, Z. . (2001). Constructing Financial Analysis System in China some views on
the construction of china's financial analytical systems. Accounting
Research ,000(006),33-39.
[2]
Kaize, G. . (2002). 27 Financial analysis. Managers (11),82.
[3]
Xuehua, L. . (2019). The application of financial analysis in enterprise management.
Contemporary Accounting (2).
[4]
Baoyu, Y. . (2020). Problems and countermeasures of enterprise financial analysis.
Chinese market (3).
[5]
Limin, T. , & Shilong, Q. , & Qingyi, W. , & Yongxin, L. . (2009). Econometrics model
analysis of shipping market considering financial crisis influences. Journal of Dalian
Maritime University (Social Sciences Edition), 008(003), 15-18.
[6]
Jiajia, C. , & Bin, L. . (2015). Grey relational analysis of executive compensation and
firm performance in port and shipping listed companies. Shanghai Management
Science.
[7] Changmei, H. . (2011). Brief analysis shipping enterprise crisis management.
Commercial Economy (21):67-68.
[8]
Yi, L. . (2012). On the Causes and Countermeasures of Financial Risk in Ocean
Shipping Enterprises. Financial Sector (10):123-124.
[9]
Yunlong, Q. . (2019). Research on Financial Risk Management in Shipping Enterprises.
Accounting Study (05):40-41.
[10]
Shizhong, H. . (2007). A logical framework for financial statement analysis —— based
on case analysis by Microsoft and three major automotive companies. Finance &
Accounting (19):14-19.
[11]
Liang, G. . (2014). Harvard analysis framework GY securities financial statements
analysis. Chinese Anhui University.
[12]
Gang, L. , & Zhipeng, C. . (2015). A New Perspective of Modern Financial Analysis
—— Harvard Analytical Framework. Traffic Accounting (05):55-58.
[13] Xiuling, J. . (2019). Financial Analysis Based on Harvard Analytical Framework ——
Take Xiaomi Co., Ltd. as an example. Modern Marketing (10):225-226.
[14]
Guanghui, H. . (2016). Application of Harvard Analytical Framework in China's
Shipping Enterprises —— Taking Cosco as an Example. Nanjing University of
Finance and Economics.
[15]
Xinmin, Z. , & Aimin, Q. . (2018). Financial Statement Analysis.China Renmin
University Press:9-11.
[16] China Association of Certified Public Accountants.(2020).Corporate Strategy and Risk
Management. China Fiscal and Economic Publishing House: 77-79.
[17]
Qi, D. .(2020).The Application of Harvard Analysis in the Study of Strategic
Management. Investment and Financing: 8-11.
[18]
Bin, L. .(2007). Performance evaluation of port and shipping listed companies. Dalian
Maritime Publishing House: 55-60.
[19]
Xin, J. ,& Huacheng, L. .(2012).Financial management. Renmin University Press of
China: 75-88.
[20]
Jun, G. .(2016). Analysis of production and operation of major port enterprises in the
Yangtze River trunk line in 2015. Chinese Port: 14-16.
[1]

85

